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(ii) the lesser of the following rates of 
interest 
were used for such month: 

(1) The rate of interest specified 
under the 
terms of the indebtedness as in effect 
on October 
13. 1995 (and without regard to 
modification of 
such terms after such date). 

(II) The applicable percentage of 
the rate of 
interest described as Mood¥'s 
Corporate Bond 
Yield Averaae-Monthly Average 
Corvorates as pub- 
lished bv Moody's Investors Service, 
Inc.. or anv 
successor thereto, for such month. 

For purvoses of clause (i). all persons treated 


as a sinale 
ey owee under subsection (a) or (b) of seed 
the 


of 
fale nat Revenue Code of 1986 or Supoeee oe 


or O 
of section 414 of such Code shall be treated as 


person. 
Subclause (II) of clause (ii) shall not apvvlv to 
anv month 


before Tanuarv 1/9996. 
(C) APPLICABLE PERCENTAGE!Z2{Por purposes 


of sub- 
paraaraph (B), the applicable percentage is as 
follows: 
For calendar vean The nercentaae is: 
1996 sep reeritaaeae aa esta ener eiere 100 
(ES) by SRO e PON: ioe te CCRC nen DE mney T EET . ; 
16202 |< Saree ATW Orci TAOS conc IO 
SSgASSDRAMARARADANA dugaannds sada douuMe eda aeeees user seb ase adeMialscndeniecewguie dene yerseadsonaamenadeeces 80 percent. 


(3) SPECIAL RULE FOR  GRANDFATHERED CONTRACTSIZThis 
section shall not apply to any contract purchased on or before 
June 20, 1986) except that section 264(d)(2) of the Internal 
Revenue Code of 1986 shall apply to interest paid or accrued 
after October ; 95. 
26 USC 264 note. (d) SPREAD OF INCOME INCLUSION ON SURRENDER, 


ETC. OF 
CONTRACTSI 


(1)IN GENERAL If any amount is received 
under anv 
life insurance policy or endowment’ or 
annuit contract 
described in paragraph (4) of section 264(a) of 
the Interna 
Revenue Code of 1986— 
1999 on the complete surrender) redemption, 
or maturitv 
of such policy or contract during calendar year 1996, 1997, 
or 1998, or 
2000 in full discharge during any such 
calendar vear 
of the obligation under the pvolicv or contract which is 
in the nature of a refund of the consideration paid for 
the policy or contract. 
then (in lieu of anv other inclusion in aross 
income) such 
amount shall be fficludible in aross income ratablv 
over the 


2001 
section 264(c 
of the Interna 
2.00 


of such Code 


4-taxable vear veriod beainnina with the taxable 


vear such 
amount would (but for this pvaragravh) be 
includible. The 
precedina sentence shall onlv anvlv to the extent 
the amount 


is includible in aross income for the taxable 


vear _in which 
the event described in subparagfaph (A) or (B) 
occurs. 
(2) SPECIAL RULES FOR APPLYING SECTION 264/34 
contract 
shall not be treated aS 
failing to meet the requirement of 


] 
eee Code of 1986, or 
section 264(b)(1) 


a single premium contract under 


solelv bv reason of an occurrence described in 
subparagraph 

(A) or (B) of paragraph (1) of this subsection 
or solely by 


